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6(a)(1) of the Act minus $2.13), provided 
that the employer satisfies all the re-
quirements of section 3(m). This tip 
credit is in addition to any credit for 
board, lodging, or other facilities which 
may be allowable under section 3(m). 

(b) As indicated in § 531.51, the tip 
credit may be taken only for hours 
worked by the employee in an occupa-
tion in which the employee qualifies as 
a ‘‘tipped employee.’’ Pursuant to sec-
tion 3(m), an employer is not eligible 
to take the tip credit unless it has in-
formed its tipped employees in advance 
of the employer’s use of the tip credit 
of the provisions of section 3(m) of the 
Act, i.e.: The amount of the cash wage 
that is to be paid to the tipped em-
ployee by the employer; the additional 
amount by which the wages of the 
tipped employee are increased on ac-
count of the tip credit claimed by the 
employer, which amount may not ex-
ceed the value of the tips actually re-
ceived by the employee; that all tips 
received by the tipped employee must 
be retained by the employee except for 
a valid tip pooling arrangement lim-
ited to employees who customarily and 
regularly receive tips; and that the tip 
credit shall not apply to any employee 
who has not been informed of these re-
quirements in this section. The credit 
allowed on account of tips may be less 
than that permitted by statute (min-
imum wage required by section 6(a)(1) 
minus $2.13); it cannot be more. In 
order for the employer to claim the 
maximum tip credit, the employer 
must demonstrate that the employee 
received at least that amount in actual 
tips. If the employee received less than 
the maximum tip credit amount in 
tips, the employer is required to pay 
the balance so that the employee re-
ceives at least the minimum wage with 
the defined combination of wages and 
tips. With the exception of tips contrib-
uted to a valid tip pool as described in 
§ 531.54, the tip credit provisions of sec-
tion 3(m) also require employers to per-
mit employees to retain all tips re-
ceived by the employee. 

[76 FR 18856, Apr. 5, 2011] 

§ 531.60 Overtime payments. 
When overtime is worked by a tipped 

employee who is subject to the over-
time pay provisions of the Act, the em-

ployee’s regular rate of pay is deter-
mined by dividing the employee’s total 
remuneration for employment (except 
statutory exclusions) in any workweek 
by the total number of hours actually 
worked by the employee in that work-
week for which such compensation was 
paid. (See part 778 of this chapter for a 
detailed discussion of overtime com-
pensation under the Act.) In accord-
ance with section 3(m), a tipped em-
ployee’s regular rate of pay includes 
the amount of tip credit taken by the 
employer per hour (not in excess of the 
minimum wage required by section 
6(a)(1) minus $2.13), the reasonable cost 
or fair value of any facilities furnished 
to the employee by the employer, as 
authorized under section 3(m) and this 
part 531, and the cash wages including 
commissions and certain bonuses paid 
by the employer. Any tips received by 
the employee in excess of the tip credit 
need not be included in the regular 
rate. Such tips are not payments made 
by the employer to the employee as re-
muneration for employment within the 
meaning of the Act. 

[32 FR 13575, Sept. 28, 1967, as amended at 76 
FR 18856, Apr. 5, 2011] 

PART 536—AREA OF PRODUCTION 

Sec. 
536.1–536.2 [Reserved] 
536.3 ‘‘Area of production’’ as used in sec-

tion 13(b)(14) of the Fair Labor Standards 
Act. 

AUTHORITY: Sec. 13(a)(17), 52 Stat. 1067, as 
amended, sec. 9, 75 Stat. 71, as amended, sec. 
204(b), 80 Stat. 835; 29 U.S.C. 213(b)(14). 

SOURCE: 27 FR 400, Jan. 13, 1962, unless oth-
erwise noted. 

§§ 536.1–536.2 [Reserved] 

§ 536.3 ‘‘Area of production’’ as used in 
section 13(b)(14) of the Fair Labor 
Standards Act. 

(a) An employee employed by an es-
tablishment commonly recognized as a 
country elevator and having not more 
than five employees (including such an 
establishment which sells products and 
services used in the operation of a 
farm) shall be regarded as employed 
within the ‘‘area of production,’’ with-
in the meaning of section 13(b)(14) of 
the Fair Labor Standards Act, if the 
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